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Report of Independent Registered Public Accounting Firm

J. C. Penney Corporation, Inc.
Benefit Plans Investment Committee,
Benefits Administration Committee, and
Human Resources Committee:

We have audited the accompanying statements of net assets available for benefits of the J. C. Penney
Corporation, Inc. Savings, Profit-Sharing and Stock Ownership Plan (the Plan) as of December 31, 2009
and 2008, and the related statements of changes in net assets available for benefits for the years then ended.
These financial statements are the responsibility of the Plan’s management. Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the net
assets available for benefits of the Plan as of December 31, 2009 and 2008, and the changes in net assets
available for benefits for the years then ended in conformity with U.S. generally accepted accounting
principles.

Our audits were performed for the purpose of forming an opinion on the basic financial statements taken as
a whole. The supplemental schedule H, line 4i — schedule of assets (held at end of year) as of
December 31, 2009 is presented for purposes of additional analysis and is not a required part of the basic
financial statements but is supplementary information required by the Department of Labor’s Rules and
Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of 1974.
This supplemental schedule is the responsibility of the Plan’s management. The supplemental schedule has
been subjected to the auditing procedures applied in the audits of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.

/s KPMG LLP

Dallas, Texas
June 23, 2010



J. C. PENNEY CORPORATION, INC.
SAVINGS, PROFIT-SHARING AND

STOCK OWNERSHIP PLAN

Statements of Net Assets Available for Benefits

December 31, 2009 and 2008

Assets:
Investments at fair value:

J. C. Penney Company, Inc. Common Stock

Common and collective trusts

Self-directed brokerage window:
Mutual funds
Common stock
Other

Total self-directed brokerage window

Fully benefit responsive contracts:
Guaranteed investment contracts
Synthetic investment contract wrapper
Fixed income securities

Total fully benefit responsive contracts

Participant loans
Cash

Receivables:
J. C. Penney Company, Inc. contribution
Participant contributions
Interest and dividends
Loan repayment receivable
Other

Total receivables
Total assets
Liabilities:
Accounts payable and accrued liabilities
Total liabilities
Net assets available for benefits before adjustment

Adjustment from fair value to contract value for fully benefit
responsive investment contracts

Net assets available for benefits

See accompanying notes to financial statements.

2009

2008

$ 453,659,201
1,504,025,056

$ 328,137,266
1,240,800,816

20,781,811 15,997,410
13,965,503 6,135,224
1,637,898 1,439,436
36,385,212 23,572,070
113,046,060 152,597,600
2,435,523 1,839,510

1,175,192,068

1,091,030,194

1,290,673,651

1,245,467,304

3,284,743,120  2,837,977,456
96,068,060 92,730,474
— 410,819

9,228,993 4,874,617
4,036,063 4,149,009
38,418 116,082
796,064 1,394,274
889,477 1,117,109
14,989,015 11,651,091
3,395,800,195  2,942,769,840
327,850 985,973
327,850 985,973
3,395,472,345  2,941,783,867
(43,209,986) 14,205,292

$ 3,352,262,359

$ 2,955,989,159




J. C. PENNEY CORPORATION, INC.
SAVINGS, PROFIT-SHARING AND
STOCK OWNERSHIP PLAN

Statements of Changes in Net Assets Available for Benefits
Years ended December 31, 2009 and 2008

Investment income (loss):
Net appreciation (depreciation) of investments
Interest
Dividends

Less investment expenses

Contributions:
J. C. Penney Company, Inc.
Participants

Deductions from net assets attributed to:
Benefit payments
Administrative expenses

Total deductions
Increase (decrease) in net assets available for benefits
Beginning net assets available for benefits

Ending net assets available for benefits

See accompanying notes to financial statements.

2009

2008

$ 392,295,334

$  (941,478,321)

63,530,544 69,585,980
13,707,883 14,241,610
469,533,761 (857,650,731)
(1,149,491) (1,191,837)
468,384,270 (858,842,568)
57,900,539 55,999,568
138,502,619 150,509,559
196,403,158 206,509,127

(258,846,722)

(341,151,264)

(9,667,506) (10,928,384)
(268,514,228) (352,080,148)
396,273,200 (1,004,413,589)

2,955,989,159

3,960,402,748

$ 3,352,262,359

$ 2,955,989,159
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J. C. PENNEY CORPORATION, INC.
SAVINGS, PROFIT-SHARING AND
STOCK OWNERSHIP PLAN

Notes to Financial Statements
December 31, 2009 and 2008

Description of Plan

The following description of the J. C. Penney Corporation, Inc. Savings, Profit-Sharing and Stock
Ownership Plan (the Plan) provides only general information. For more complete information, Participants
should refer to “Your Benefits Book 2”, which is the Summary Plan Description for the Plan. If these
Notes to Financial Statements or the Summary Plan Description result in any misunderstanding or
inconsistency with the Plan document, the Plan document will govern.

(@)

(b)

General

The Plan is a defined contribution plan available to all eligible employees (Associates) of
J. C. Penney Corporation, Inc. (the Company) and certain subsidiaries. Associates who have attained
age 21 are immediately eligible to participate in the Plan upon their hire date or rehire date. Eligible
Associates are automatically enrolled at a 4% pre-tax contribution, unless they elect otherwise after
completion of 12 months and 1,000 hours of service. An eligible Associate must be enrolled in the
Plan to be a participant in the Plan (Participant). The Plan is subject to the provisions of the
Employee Retirement Income Security Act of 1974, as amended (ERISA).

The financial statements include all of the funds that comprise the Plan. Participants’ accounts share
in the costs/expenses to administer the Plan. These costs/expenses include trustee, investment
management, audit, administrative service provider fees, and other expenses. Administrative
costs/expenses not paid by the Plan are paid by the Company.

The Benefit Plans Investment Committee (BPIC)is the named fiduciary for the control and
management of the assets of the Plan except that effective December 17, 2009, Evercore Trust
Company, N.A. became the named fiduciary with respect to the management and disposition of the
J. C. Penney Common Stock Fund (Penney Stock Fund). The BPIC also has the responsibility for
selecting investment funds, other than the Penney Stock Fund, to be offered under the Plan. The
Benefits Administration Committee is the named fiduciary for the review of denied claims and has
overall responsibility for the day-to-day administration of the Plan. The Human Resources
Committee is the named fiduciary responsible for overall administration and operation of the Plan
and appoints the trustee. The Human Resources Committee has named State Street Bank & Trust
Company (State Street Bank) as the trustee for the Plan and Hewitt Associates as the third party
administrator/record keeper for the Plan.

Payment of Benefits

Generally, Participants who have separated from service with account balances over $1,000 remain
in the Plan until the Participant elects payment. The normal form of payment is a lump-sum
settlement (cash and/or J. C. Penney Company, Inc. common stock). A Participant will receive an
involuntary lump sum distribution if the total vested account balance is $1,000 or less at the time of
distribution. Certain Participants who have separated from service and who are 100% vested in the
Company matching account may request periodic withdrawals, fixed monthly payments of at least
$100, or a complete distribution. Minimum required distributions will begin by April 1 of the year

4 (Continued)
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J. C. PENNEY CORPORATION, INC.
SAVINGS, PROFIT-SHARING AND
STOCK OWNERSHIP PLAN

Notes to Financial Statements

December 31, 2009 and 2008

following the year of separation for a Participant who has attained age 70% and will continue each
year thereafter to comply with federal law.

Contributions

Participants who are classified as highly compensated in 2009 and 2008 (earning $105,000 or more
annually in 2008 for 2009 and $100,000 or more annually in 2007 for 2008) are permitted to
contribute from 1% to 8% of their earnings (up to a maximum of $245,000 for 2009 and $230,000
for 2008) with a maximum of 6% in pre-tax deposits (subject to an annual maximum of $16,500 in
2009 and 15,500 in 2008). Participants earning less than $100,000 in the previous year are permitted
to contribute from 1% to 50% of their earnings (subject to an annual maximum of $16,500 in 2009
and $15,500 in 2008). Associates, who are at least age 21, did not enroll in the plan, and did not
decline enrollment, will be automatically enrolled in the Plan after completing 12 months and
1,000 hours of service.

The Plan allows Participants who have attained the age of 50 by the end of the year to make an
additional tax-deferred deposit (catch-up contribution) up to a maximum of $5,500 during 2009 and
$5,000 during 2008. These catch-up contributions are not eligible for the Company’s matching
contribution.

Participants age 21 or older become eligible for the Company matching contributions after
completing 12 months and 1,000 hours of service. The Company matching contribution is a per pay
period Company match of $0.50 per dollar up to the first 6% of Participant contributions. Associates
hired or rehired on or after January 1, 2007, that are over 21 years of age, have 12 months and
1,000 hours of service and are active associates on December 31 receive a Company retirement
account contribution equal to 2% of the associate’s annual compensation (up to a maximum of
$245,000 for 2009 and $230,000 for 2008).

During 2009, the Company matching contribution totaled approximately $50.2 million and the
Company retirement account contribution totaled approximately $7.7 million. During 2008, the
Company matching contribution totaled approximately $52.7 million and the Company retirement
account contribution totaled approximately $3.3 million.

Participants’ Investment Funds

All participant contributions, Company matching contributions and Company retirement account
contributions are invested in the Plan’s investment funds in accordance with the Participant’s
investment elections. Prior to March 1, 2008, participants directed their investments amongst three
tiers of funds as follows: Tier 1 funds consisted of four lifestyle funds: Aggressive Fund, Moderate
Fund, Conservative Fund and Horizon Fund. Tier 2 funds consisted of the J.C. Penney Company Inc.
common stock, a stable value fund and six funds, which are diversified in U.S. stocks,
non-U.S. stocks or bonds. Tier 3 consisted of 10 mutual funds. Effective March 1, 2008, the Tier 1
lifestyle funds (Aggressive Fund, Moderate Fund, Conservative Fund and Horizon Fund) were
replaced by age-based target retirement funds managed by Vanguard Fiduciary Trust Company, and
the Tier 3 mutual funds were eliminated and a participant directed brokerage window was added as

5 (Continued)
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J. C. PENNEY CORPORATION, INC.
SAVINGS, PROFIT-SHARING AND
STOCK OWNERSHIP PLAN

Notes to Financial Statements

December 31, 2009 and 2008

an investment option in the Plan. Each of these funds is maintained on a unit-value basis and,
accordingly, the actual earnings and appreciation or depreciation in the underlying securities are
reflected in the daily unit value.

Participant Accounts

Each participant’s account is credited with the participant’s contributions, the Company’s
contributions, and Plan earnings, and is charged with an allocation of administrative expenses.
Allocations are based on participant account balances, as defined. The benefit to which a participant
is entitled is the benefit that can be provided from the participant’s vested account.

Participants’ Loans

A participant who has not separated from service may request a loan. The minimum loan amount is
$500. The maximum loan amount is the lesser of: the value of a participant’s before-tax, rollover and
after-tax deposits on the valuation date, 50% of a participant’s total vested account value on the
valuation date, or, $50,000 minus the highest balance of any other loans owed to the Plan during the
previous 12 months. All loans must be adequately secured and bear interest at the prime rate plus
1%. Interest rates on the loans outstanding ranged from 4.25% to 10.50% as of December 31, 2009
and maturities ranged from 2010 through 2014. Loan amounts and the terms of repayment are
limited in accordance with Plan provisions.

Vesting

Participants are immediately vested in the value of their deposits and earnings thereon. Company
contributions and earnings thereon for Plan years 2007 and later will be 100% cliff vested after three
years of service. Prior to 2007, vesting in the value of Company contributions and earnings thereon
was graduated at 20% per full year of service up to 100% after five years of service. Participants will
also be 100% vested if they separate from service at normal retirement age, death, total disability, or
a reduction in force or unit closing. Participants who separate from service prior to full vesting of
their rights forfeit the unvested balance upon the receipt of a complete distribution or the occurrence
of five consecutive one-year breaks in service.

Forfeited Accounts

December 31, 2009 and 2008 forfeited nonvested accounts totaled $5,295,709 and $4,025,640,
respectively. Forfeitures are available to restore forfeited amounts of rehired participants, offset
Company contributions, or pay Plan expenses. Forfeitures utilized during 2009 and 2008 were
approximately $498,692 and $865,825, respectively.

6 (Continued)



J. C. PENNEY CORPORATION, INC.
SAVINGS, PROFIT-SHARING AND
STOCK OWNERSHIP PLAN

Notes to Financial Statements
December 31, 2009 and 2008

(2) Summary of Significant Accounting Policies

(a)

()

©

Basis of Accounting

The financial statements of the Plan are prepared under the accrual method of accounting.

Investment contracts held by a defined-contribution plan are required to be reported at fair value.
However, contract value is the relevant measurement attribute for that portion of the net assets
available for benefits of a defined-contribution plan attributable to fully benefit-responsive
investment contracts because contract value is the amount participants would receive if they were to
initiate permitted transactions under the terms of the plan. The statement of net assets available for
benefits presents the fair value of the investment contracts as well as the adjustment of the fully
benefit-responsive investment contracts from fair value to contract value. The statement of changes
in net assets available for benefits is prepared on a contract value basis.

New Accounting Pronouncements

In January 2010, the FASB issued guidance on improving annual disclosures about fair value
measurements, which requires reporting entities to add additional disclosures about the different
classes of assets and liabilities measured at fair value, the valuation techniques and inputs used, the
activity in Level 3 fair value measurements, and the transfer between Levels 1, 2, and 3. Levels 1, 2,
and 3 fair value measurements are defined in note 2(c) below. The guidance will be effective for the
Plan in 2010, except for Level 3 reconciliation disclosures, which are effective for the Plan
beginning in 2011. This is not expected to materially impact the Plan.

Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability
(i.e., the exit price) in an orderly transaction between market participants at the measurement date. In
determining fair value, the accounting standards establish a three-level hierarchy for inputs used in
measuring fair value, as follows:

Level 1 — Quoted prices in active markets for identical assets or liabilities.

Level 2 — Significant observable inputs other than quoted prices in active markets for similar
assets and liabilities, such as quoted prices for identical or similar assets or liabilities in
markets that are not active; or other inputs that are observable or can be corroborated by
observable market data.

Level 3 — Significant unobservable inputs reflecting our own assumptions, consistent with
reasonably available assumptions made by other market participants.

7 (Continued)



J. C. PENNEY CORPORATION, INC.
SAVINGS, PROFIT-SHARING AND
STOCK OWNERSHIP PLAN

Notes to Financial Statements
December 31, 2009 and 2008

The following table presents a summary of the Plan’s investment assets and liabilities measured at
fair value as of December 31, 2009 and 2008:

December 31,

2009:

Common stock (a)
J.C. Penney
Company, Inc.
Common and collective
trusts (b):

Fixed

income

securities
Equity funds
Target date funds

Total common
and
collective
trusts

Self-directed brokerage
window (¢):
Mutual funds
Common stock

Other

Total
self-directed
brokerage
window

$

Investments at fair value

Quoted Significant
prices other Significant
in active observable unobservable
market inputs inputs
(Level 1) (Level 2) (Level 3) Total
453,659,201 — — 453,659,201
— 290,623,431 — 290,623,431
— 760,301,367 — 760,301,367
— 453,100,258 — 453,100,258
— 1,504,025,056 — 1,504,025,056
20,781,811 — — 20,781,811
13,965,503 — — 13,965,503
1,637,898 — — 1,637,898
36,385,212 — — 36,385,212
8 (Continued)



J. C. PENNEY CORPORATION, INC.
SAVINGS, PROFIT-SHARING AND
STOCK OWNERSHIP PLAN

Notes to Financial Statements
December 31, 2009 and 2008

Investments at fair value

Quoted Significant
prices other Significant
in active observable unobservable
market inputs inputs
(Level 1) (Level 2) (Level 3) Total
Fully benefit responsive
contracts:
Guaranteed investment
contracts (d) — — 113,046,060 113,046,060
Synthetic investment
contract wrapper (¢) — — 2,435,523 2,435,523
Fixed income
securities (f) — 1,175,192,068 — 1,175,192,068
Total fully
benefit
responsive
contracts — 1,175,192,068 115,481,583 1,290,673,651
Total
investment
assets at

fair value $ 490,044,413 § 2,679,217,124 % 115,481,583

$ 3,284,743,120

(Continued)



J. C. PENNEY CORPORATION, INC.
SAVINGS, PROFIT-SHARING AND
STOCK OWNERSHIP PLAN

Notes to Financial Statements

December 31, 2009 and 2008

As of December 31, 2008:
J.C. Penney Company, Inc.
Common Stock (a)
Common and collective trusts (b)
Self-directed brokerage
window: (¢)
Mutual funds
Common stock
Other investments
Fully benefit-responsive
contracts:
Guaranteed investment
contracts (d)
Synthetic investment
contracts wrapper (e)
Fixed income securities (f)

Total investment
assets at fair value

Investments at fair value

Quoted Significant
prices other Significant
in active observable unobservable
market inputs inputs
(Level 1) (Level 2) (Level 3) Total
$ 328,137,266 § — 3 — $§ 328,137,266
— 1,240,800,816 -— 1,240,800,816
15,997,410 — — 15,997,410
6,135,224 — — 6,135,224
1,439,436 — — 1,439,436
— — 152,597,600 152,597,600
— — 1,839,510 1,839,510

— 1,091,030,194

— 1,091,030,194

$ 351,709,336 § 2,331,831,010 §

154,437,110 § 2,837,977,456

Following is a description of the valuation methodologies used for assets measured at fair value. See
also footnote 2(d) for more information.

(a) Common stock: Valued at the closing price reported in the active market in which the

individual securities are traded.

(b) Common and collective trusts: Valued at the net asset value (NAV) of shares held by the plan
at year end. The target date funds are comprised of eleven collective trusts which manage risk
and investment return over time. There are three general market risk levels: low to moderate,
moderate, and moderate to high. Each fund is a different mix of investments — stocks, bonds
and cash. The funds start out with more stock for growth opportunity and ends with less stock.
The equity funds are comprised of 3 large cap funds and 2 small cap funds with low to
moderate and high risk levels, respectively. The fixed income securities have low general

market risk.

10
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J. C. PENNEY CORPORATION, INC.
SAVINGS, PROFIT-SHARING AND
STOCK OWNERSHIP PLAN

Notes to Financial Statements

December 31, 2009 and 2008

There are no known commitments or restrictions on the common and collective trusts except
for some withdrawal restrictions as it relates to liquidation by the Plan Sponsor of the equity
funds. The Plan Sponsor has no plans to liquidate these funds.

Self-directed brokerage window includes cash and cash equivalents, common stock, corporate
bonds, mutual funds, notes, preferred stock, publicly traded partnerships: Certain U.S.
Treasury notes and corporate bonds are valued at the closing price reported in the active
market in which the security is traded. Other corporate bonds are valued based on yields
currently available on comparable securities of issuers with similar credit ratings. Other
investments listed are valued at the closing price reported in the active market in which the
individual securities are traded. Actual risk depends on the individual investments which are
selected by each applicable participant.

Guaranteed investment contracts: Valued at fair value by discounting the related cash flows
based on current yields of similar instruments with comparable durations considering the
credit worthiness of the issue (see note 2(f)).

Synthetic investment contracts: These are investment contracts that limit potential losses, if
any, in the fixed assets securities portfolio. Termed a “wrap” since the contract is based on the
fair value of underlying fixed asset securities. The wrap agreements are stated at fair value
based on rebid or replacement cost based upon fluctuations in the fair value of the underlying
fixed income securities.

Fixed income securities: Assets include cash, U.S. Treasury and agency securities, corporate
bonds, mortgages, and collateralized mortgage-backed and asset-backed securities which are
held at fair value. Fixed income securities such as corporate bonds, government securities,
mortgage-backed and asset-backed securities and other debt instruments are valued using
quotes from independent pricing vendors based on recent trading activity and other relevant
market information, including market interest rate curves, referenced credit spreads and
estimated prepayment rates where applicable.

The methods described above may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, while the Plan believes its valuation
methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could
result in a different fair value measurement as of the reporting date.

11 (Continued)
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J. C. PENNEY CORPORATION, INC.
SAVINGS, PROFIT-SHARING AND
STOCK OWNERSHIP PLAN

Notes to Financial Statements

December 31, 2009 and 2008

The table below sets forth a summary of changes in the fair value of the Plan’s Level 3 investment
assets for the years ended December 31, 2009 and 2008.

Year ended December 31, 2009:
Balance, beginning of year
Realized losses
Unrealized gains relating to

instruments still held at the
reporting date
Purchases and issuances
Sales and maturities

Balance, end of year

Year ended December 31, 2008:
Balance, beginning of year
Realized losses
Unrealized gains relating to

instruments still held at the
reporting date
Purchases and issuances
Sales and maturities

Balance, end of year

Level 3 investment assets

SIC

GIC Wrapper Total
$ 152,597,600 § 1,839,510 $ 154,437,110
(390,990) — (390,990)
1,085,823 596,013 1,681,836
13,869,727 — 13,869,727
(54,116,100) — (54,116,100)
$ 113,046,060 $ 2435523 § 115,481,583

Level 3 investment assets

SIC

GIC Wrapper Total
$ 242,790,841 § 200,293 § 242,991,134
(905,312) — (905,312)
1,804,376 1,639,217 3,443,593
19,721,787 — 19,721,787
(110,814,092) — (110,814,092)
$ 152,597,600 $ 1,839,510 § 154,437,110

Valuation of Investments and Income Recognition

The Plan’s investments are stated at fair value. Purchases and sales of investments are recorded on a
trade-date basis. The average cost method is used to calculate gains and losses on the sale of
investments. Interest income is recorded on the accrual basis. Dividends are recorded on the
ex-dividend date. Net appreciation (depreciation) includes the Plan’s gains and losses on investments
bought and sold as well as held during the year.

Participant Loans

Participant loans are recorded at amortized costs which represent the unpaid principal balance plus

accrued interest.

12 (Continued)



J. C. PENNEY CORPORATION, INC.
SAVINGS, PROFIT-SHARING AND
STOCK OWNERSHIP PLAN

Notes to Financial Statements

December 31, 2009 and 2008

Guaranteed Investment Contracts and Synthetic Investment Contracts

The traditional guaranteed investment contracts (GICs) provide a fixed return on principal over a
specified period of time through fully benefit responsive contracts issued by a third party which are
backed by assets owned by a third party. Participants may ordinarily direct the withdrawal or transfer
of all or a portion of their investment at contract value. There are currently no reserves against
contract values for credit risk of the contract insurers or otherwise. The stated and actual interest
rates on these contracts range from 4.12% to 5.60% at December 31, 2009 and 3.94% to 5.60% at
December 31, 2008. Maturities range from 2010 to 2013 as of December 31, 2009 and 2009 to 2013
as of December 31, 2008.

The Plan also enters into synthetic investment contracts (SICs) with certain insurance companies and
financial institutions (the Contract Issuers). Under these SICs, the Plan enters into a wrap agreement
with a financial institution at a stated yield on fixed income securities purchased by the Plan. There
are no reserves against contract values for credit risk of the Contract Issuer or otherwise.

The average yield based on actual earnings was approximately 4.42% and 4.92% during the years
ended December 31, 2009 and 2008, respectively. The average yield based on interest rate credited
to participants was 4.24% and 4.0% during the years ended December 31, 2009 and 2008,
respectively.

The relationship of future crediting rates and the adjustment to contract value reported on the
statement of net assets available for benefits is provided through the mechanism of the crediting rate
formula. The difference between the contract value and the fair market value of the investments of
each contract is periodically amortized into each contract’s crediting rate. The amortization factor is
calculated by dividing the difference between the fair market value of the investments and the
contract value by the duration of the bond portfolio covered by the investment contract.

Key factors that could influence future average interest crediting rates include, but are not limited to:
Plan cash flows, changes in interest rates, total return performance of the fair market value bond
strategies underlying each synthetic GIC contract, default or credit failures of any of the securities,
investment contracts, or other investments held in the fund, the initiation of an extended termination
(immunization) of one or more synthetic GIC contracts by the manager or the Contract Issuers.

There are certain events not initiated by Plan Participants that limit the ability of the Plan to transact
with the issuer of a GIC at its contract value. Specific coverage provided by each traditional GIC and
synthetic GIC may be different for each issuer, and can be found in the individual traditional GIC or
synthetic GIC contracts held by the Plan. Examples of such events include: the Plan’s failure to
qualify under the Internal Revenue Code (IRC) of 1986 as amended; full or partial termination of the
Plan; involuntary termination of employment as a result of a corporate merger, divestiture, spin-off,
or other significant business restructuring, which may include early retirement incentive programs or
bankruptcy; changes to the administration of the Plan which decreases employee or employer
contributions, the establishment of a competing Plan by the plan sponsor, the introduction of a

13 (Continued)



J. C. PENNEY CORPORATION, INC.
SAVINGS, PROFIT-SHARING AND
STOCK OWNERSHIP PLAN

Notes to Financial Statements

December 31, 2009 and 2008

competing investment option, or other Plan amendment that has not been approved by the contract
issuers; dissemination of a Participant communication that is designed to induce participants to
transfer assets from the stable value option; and events resulting in a material and adverse financial
impact on the Contract Issuer, including changes in the tax code, laws or regulations.

The Plan administrator does not believe that the occurrence of any of the aforementioned events,
which would limit the Plan’s ability to transact with the issuer of a GIC at its contract value with
participants, is probable.

Contract Issuers are not allowed to terminate any of the above synthetic GICs and settle at an amount
different from contract value unless there is a breach of the contract which is not corrected within the
applicable cure period. Actions that will result in a breach (after any relevant cure period) include,
but are not limited to: material misrepresentation; failure to pay synthetic GIC fees, or any other
payment due under the contract; and failure to adhere to investment guidelines.

The following tables present the fair value, contract value adjustments to contract value, and major
credit ratings for each of the GICs, synthetic GICs and wrapper contracts held by the Plan as of
December 31, 2009 and 2008:

Major Wrapper
credit Investments contracts Adjustment to Investments at
December 31, 2009 ratings at fair value at fair value  contract value contract value
Synthetic GICs:
Bank of America, NA A+ $ 300,914,815 $ 1,146,324 $ (10,170,976) $ 291,890,163
Natixis Financial Products
Inc. A+ 300,892,266 — (9,023,975) 291,868,291
Rabobank Nederland AAA 272,470,169 859,327 (10,664,311) 262,665,185
State Street Bank & AA-
Trust Co. 300,914,818 429,872 (9,454,524) 291,890,166
Total $ 1,175,192,068 § 2435523 $ (39,313,786) $ 1,138313,805
Major Wrapper
credit Investments contracts Adjustment to Investments at
December 31, 2008 ratings at fair value at fair value  contract value contract value
Synthetic GICs:
Bank of America, NA AA- $ 274,233,201 $ 752,329 § 4,146,741 $ 279,132,271
Natixis Financial Products
Inc. A+ 274,212,650 — 4,898,704 279,111,354
Rabobank Nederland AAA 268,351,141 543,832 4,005,494 272,900,467
State Street Bank &
Trust Co. AA- 274,233,202 543,349 4,355,721 279,132,272
Total $ 1,091,030,194 $ 1,839,510 $ 17,406,660 $ 1,110,276,364
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Major
credit Investments Adjustment to Investments at
December 31, 2009 ratings at fair value contract value contract value
GICs:

Metropolitan Life Insurance

Company A+ $ 16,260,012 §$ (956,581) $ 15,303,431
Aegon Institutional Markets/

Monumental Life Insurance

Company A 10,365,727 (303,807) 10,061,920
Aegon Institutional Markets/

Monumental Life Insurance

Company A 2,756,923 (150,474) 2,606,449
New York Life Insurance

Company A++ 11,020,286 (646,965) 10,373,321
Pacific Life Insurance

Company A+ 8,171,510 (337,538) 7,833,972
Pacific Life Insurance

Company A+ 7,821,089 (103,105) 7,717,984
Pacific Life Insurance

Company A+ 14,592,021 (190,336) 14,401,685
Principal Life Insurance

Company A+ 7,824,483 (32,965) 7,791,518
Principal Life Insurance

Company A+ 2,082,597 (8,072) 2,074,525
Principal Life Insurance

Company A+ 21,789,250 (865,873) 20,923,377
Principal Life Insurance

Company A+ 10,362,162 (300,484) 10,061,678

Total $ 113,046,060 $§ (3,896,200) $ 109,149,860
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Major
credit Investments Adjustment to  Investments at
December 31, 2008 ratings at fair value contract value contract value
GICs:

Metropolitan Life Insurance

Company A+ $ 15948473 § (647,231) § 15,301,242
Metropolitan Life Insurance

Company A+ 11,900,418 (81,321) 11,819,097
Aecgon Institutional Markets/

Monumental Life Insurance

Company A+ 10,074,159 (21,510) 10,052,649
Aegon Institutional Markets/

Monumental Life Insurance

Company At 8,939,830 (113,001) 8,826,829
Aegon Institutional Markets/

Monumental Life Insurance

Company A+ 10,348,739 (284,295) 10,064,444
Aegon Institutional Markets/

Monumental Life Insurance

Company A+ 4,043,628 (145,593) 3,898,035
New York Life Insurance

Company A++ 10,602,708 (229,387) 10,373,321
Pacific Life Insurance

Company A+ 7,866,284 (148,300) 7,717,984
Pacific Life Insurance

Company A+ 14,671,076 (269,392) 14,401,684
Principal Life Insurance

Company At 10,435,629 (66,246) 10,369,383
Principal Life Insurance

Company At 15,766,131 (187,845) 15,578,286
Principal Life Insurance

Company A+ 10,344,782 (280,527) 10,064,255
Principal Life Insurance

Company At 21,655,743 (726,720) 20,929,023

Total $ 152,597,600 $ (3,201,368) $ 149,396,232
Payment of Benefits

Benefits are recorded when paid.
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(h)  Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts
of assets, liabilities, and changes therein, and disclosure of contingent assets and liabilities. Actual

results could differ from these estimates.

Investments

Investments that represent 5% or more of the Plan’s net assets at December 31, 2009 and 2008 are

separately identified:

Description of investment 2009 2008
J.C. Penney Company, Inc. Common Stock $ 453,659,201 $ 328,137,266
State Street Bank Daily EAFE Fund 257,771,981 188,927,529
State Street Bank S&P 500 Flagship Fund Series 261,440,432 205,640,629
State Street Bank Passive Intermediate Bond Index Fund 212,848,478 215,882,125

During 2009 and 2008, the Plan’s investments (including gains and losses on investments bought and sold,

as well as held during the year), appreciated/(depreciated) in value, as follows:

2009 2008
J.C. Penney Company, Inc. Common Stock $ 117,993,439 $ (406,506,364)
Mutual funds 2,784,566 (30,667,566)
Common stock 3,108,294 (3,498,482)
Other 338,623 (55,500)
Common and collective trusts 268,070,412 (500,749,909)

$ 392,295,334

$ (941,478,321)

Tax Status

The Internal Revenue Service (IRS) has determined and informed the Company by a letter (determination
letter) dated October 20, 2002 that the Plan and the related trust are designed in accordance with applicable
sections of the IRC. The Plan has been amended since receiving the determination letter. The Company has
filed an application for a new determination letter on January 29, 2010, along with a request for a
Compliance Statement pursuant to the Voluntary Correction Program for certain nonamender failures. On
June 10, 2010, the Company received the Compliance Statement from the IRS. The Plan administrator
believes that the Plan is designed and is currently being operated in compliance with the applicable

requirements of the IRC.
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Form 5500 Reconciliation

The following is a reconciliation of net assets available for benefits per the financial statements at
December 31, 2009 and 2008 to the Plan’s Form 5500:

2009 2008
Net assets available for benefits per the financial statements $ 3,352,262,359 $ 2,955,989,159

Less amounts allocated to withdrawing participants (1,496,687) (717,127)
Less adjustment from fair value to contract value for fully

benefit-responsive investment contracts 43,209,986 (14,205,292)
Net assets available for benefits per Form 5500 $ 3,393,975,658 $ 2,941,066,740

The following is a reconciliation of benefits paid to participants per the financial statements at
December 31, 2009 and 2008 to Form 5500:

2009 2008

Benefits paid to participants per the financial statements $ 258,846,722 $§ 341,151,264
Add amounts allocated to withdrawing participants

at December 31, 2009 and 2008 1,496,687 717,127
Less amounts allocated to withdrawing participants

at December 31, 2008 and 2007 (717,127) (3,793,724)
Less deemed distribution during 2009 and 2008 (42,306) (134,422)
Benefits paid to participants per Form 5500 $ 259,583,976 $ 337,940,245

Amounts allocated to withdrawing participants are recorded on the Form 5500 for benefits have been
processed and approved for payment prior to December 31, but that have not yet been paid as of that date.

The following is a reconciliation of investment income per the financial statements to the Form 5500:

2009 2008

Total investment income/(loss) per the financial statements $ 469,533,761 § (857,650,731)
Add adjustment from fair value to contract value for fully
benefit-responsive investment contracts at

December 31, 2009 and 2008 43,209,986 (14,205,292)
Less adjustment from fair value to contract value for fully

benefit-responsive investment contracts at

December 31, 2008 and 2007 14,205,292 (8,410,375)
Total investment income/(loss) per the Form 5500 $ 526,949,039 $ (880,266,398)
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Fully benefit-responsive investment contracts are recorded on the Form 5500 at fair value but are adjusted
to contract value for financial statement presentation.

Plan Termination

Although the Company has not expressed any intent to do so, the Company has the right to terminate the
Plan and the related Trust at any time subject to the provisions of ERISA. In the event of Plan termination,
Participants will become fully vested in amounts allocated to their accounts.

Risks and Uncertainties

The Plan invests in various investment securities. Investment securities are exposed to various risks such as
interest rate, market, and credit risks. Due to the level of risk associated with certain investment securities,
it is at least reasonably possible that changes in the values of investment securities will occur in the near
term and that such changes could materially affect the amounts reported in the statement of net assets
available for benefits.

The Plan invests in common and collective trusts with contractual cash flows, such as asset-backed
securities, collateralized mortgage obligations and commercial mortgage backed securities, including
securities backed by subprime mortgage loans. The value, liquidity and related income of those securities
are sensitive to changes in economic conditions, including real estate value, delinquencies or defaults, or
both, and may be adversely affected by shifts in the market’s perception of the issuers and changes in
interest rates.

Recent market conditions have resulted in a high degree of volatility and increased the risks and short-term
liquidity associated with certain investments held by the Plan which could impact the value of investments
after the date of these financial statements. Due to uncertainties inherent in the estimations and
assumptions process, it is at least reasonably possible that changes in these estimates and assumptions in
the near term would be material to the financial statements.

Subsequent Events

The Plan is qualified under both the Internal Revenue Code of 1986, as amended and under the Internal
Revenue Code of Puerto Rico of 1994, as amended (the Puerto Rico Code). In 2008 the Internal Revenue
Service issued Revenue Ruling 2008-40, which provided a window of opportunity for employers who
sponsor dual-qualified plans to establish a separate plan that is qualified under the Puerto Rico Code and to
transfer the assets associated with employees of the Company who are residents of Puerto Rico to a trust
established in Puerto Rico for the purpose of holding the assets of the Puerto Rico qualified plan. Under the
Revenue Ruling any such transfer must be completed before January 1, 2011. At the February 16, 2010
Human Resources Committee (HRC) Meeting, the HRC authorized the establishment of a separate savings
plan that is qualified under the Puerto Rico Code and a related Puerto Rico trust and to transfer the assets
of employees of the Company who are residents of Puerto Rico to the trust established in Puerto Rico.
Those employees will then become participants in the separate Puerto Rico plan. The Company anticipates
completing the establishment of the Puerto Rico plan and the transfer or the assets to the Puerto Rico trust
before January 1, 2011.
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Identity of issue, borrower, lessor, Current
or similar party, description of investment Cost value
Common stock:
* J.C. Penney Company, Inc. Common Stock (a) $ 453,659,201
Common and collective trusts:
* State Street Bank Short Term Investment Fund (a) 77,774,953
* State Street Bank Daily EAFE (Europe, Australia, and
Far East) Fund (a) 253,771,981
* State Street Bank S&P 500 Flagship Fund Series (a) 261,440,432
* State Street Bank Russell 1000 Growth Index Fund (a) 67,739,733
* State Stree